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Introduction - 
Growth and expansion are frequent goals of 
value-added businesses.  This involves 
identifying growth opportunities and 
deciding how and where to expand.  An 
entrepreneur may grow its business either by 
internal expansion or by external expansion. 
Market Diversification, Mergers and 
acquisitions, Joint Ventures, Product 
diversification, Geographical expansion, are 
strategic decisions taken for maximization 
of a company's growth by enhancing its 
production and marketing operations. They 
are being used in a wide array of fields such 
as information technology, 
telecommunications, and business process 
outsourcing as well as in traditional 
businesses in order to gain strength, expand 
the customer base, cut competition or enter 
into a new market or product segment.  
In the case of internal expansion, a firm 
grows gradually over time in the normal 
course of the business, through acquisition 
of new assets, replacement of the 
technologically obsolete equipments and 
the establishment of new lines of products. 
But in external expansion, a firm acquires a 
running business and grows overnight 
through corporate combinations. These 
combinations are in the form of mergers, 
acquisitions, amalgamations and takeovers 
and have now become important features of 
corporate restructuring. They have been 
playing an important role in the external 
growth of a number of leading companies 
the world over. They have become popular 
because of the enhanced competition, 
breaking of trade barriers, free flow of 
capital across countries and globalization of 
businesses. In the wake of economic 
reforms, Indian industries have also started 
restructuring their operations around their 
core business activities through acquisition 
and takeovers because of their increasing 
exposure to competition both domestically 
and internationally. 
Objectives: 
1) To study the circumstances that the 
companies merger or acquire another 
company. 
2) To emphasize how this expansions 
are accomplished  
3) To study business expansion or 
growth 
4) To understand the motives of 
companies in expansions & 
growth 
Business Growth 
 
Small businesses can expand their 
operations by pursuing any number of 
avenues. The most 
commonplace methods by which small 
companies increase their business 
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are incremental in character, i.e., 
increasing product inventory or services 
rendered without making wholesale 
changes to facilities or other operational 
components. But usually, after some 
period of time, businesses that have the 
capacity and desire to grow will find that 
other options should be studied. 
Common routes of small business 
expansion include: 
a. Growth through acquisition of another 
existing business (smaller in size) 
b. Offering franchise ownership to other 
entrepreneurs 
c. Licensing of intellectual property to 
third parties 
d. Establishment of business agreements 
with distributorships and/or 
dealerships 
e. Pursuing new marketing routes (such 
as catalogs) 
f. Joining industry cooperatives to 
achieve savings in certain common 
areas of operation, including 
advertising and purchasing 
g. public stock offerings 
h. Employee stock ownership plans 
Growth strategies 
Growth is something for which most 
companies strive, regardless of their 
size. Small firms want to get big, big 
firms want to get bigger. Indeed, 
companies have to grow at least a bit 
every year in order to accommodate the 
increased expenses that develop over 
time. With the passage of time, salaries 
increase and the costs of employment 
benefits rise as well. Even if no other 
company expenses rise, these two cost 
areas almost always increase over time. 
It is not always possible to pass along 
these increased costs to customers and 
clients in the form of higher prices. 
Consequently, growth must occur if the 
business wishes to keep up.  Growth of 
an enterprise should always be 
multidimensional. For example, growth 
on the production side should be 
supplemented by growth on 
technological and marketing sides. 
Organizational growth, however, 
means different things to different 
organizations. There are many 
parameters a company may use to 
measure its growth. Since the ultimate 
goal of most companies is profitability, 
most companies will measure their 
growth in terms of net profit, revenue, 
and other financial data.  
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Business life cycle 
A business goes through stages of 
development similar to the cycle of life 
for the human race. Each stage of the 
business life cycle may not occur in 
chronological order. Some businesses 
will be "built to flip"; quickly going 
from start-up to exit. Others will choose 
to avoid expansion and stay in the 
established stage. The Seven Stages of 
Business Life cycle: 
1. Seed Stage: The seed stage of the 
business life cycle is when the 
business is just a thought or an idea. 
This is the very conception or birth of 
a new business. At this stage of the 
business the focus is on matching the 
business opportunity with the skills, 
experience and passions. Other focal 
points include: deciding on a business 
ownership structure, finding 
professional advisors, and business 
planning. 
2. Start-Up Stage: The business is born 
and now exists legally. Products or 
services are in production and you 
have your first customers. Start-ups 
requires establishing a customer base 
and market presence along with 
tracking and conserving cash flow. 
3. Growth Stage: The business has 
made it through the toddler years and 
is now a child. Revenues and 
customers are increasing with many 
new opportunities and issues. Profits 
are strong, but competition is 
surfacing. Growth life cycle 
businesses are focused on running the 
business in a more formal fashion to 
deal with the increased sales and 
 
Opportunities for Expansion 
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customers. Better accounting and 
management systems will have to be 
set-up. New employees will have to 
be hired to deal with the influx of 
business. 
4. Established Stage: The business has 
now matured into a thriving company 
with a place in the market and loyal 
customers. Sales growth is not 
explosive but manageable. Business 
life has become more routine. An 
established life cycle company will be 
focused on improvement and 
productivity. To compete in an 
established market, you will require 
better business practices along with 
automation and outsourcing to 
improve productivity. 
5. Expansion Stage: This life cycle is 
characterized by a new period of 
growth into new markets and 
distribution channels. This stage is 
often the choice of the small business 
owner to gain a larger market share 
and find new revenue and profit 
channels. Add new products or 
services to existing markets or expand 
existing business into new markets 
and customer types. 
6. Decline Stage: Changes in the 
economy, society, or market 
conditions can decrease sales and 
profits. This may quickly end many 
small companies. Search for new 
opportunities and business ventures. 
Cutting costs and finding ways to 
sustain cash flow are vital for the 
declining stage. 
7. Exit Stage: This is the big 
opportunity for your business to cash 
out on all the effort and years of hard 
work. Or it can mean shutting down 
the business. 
Get a proper valuation on the company. 
Look at business operations, 
management and competitive barriers 
to make the company worth more to 
the buyer. Set-up legal buy-sell 
agreements along with a business 
transition plan. 
Factors affecting growth 
1) Availability of resources: One of the 
preconditions for the growth of 
business is the availability of 
resources both physical and natural. If 
the resources fall short, the growth 
process of the business will be 
adversely affected. Availability of 
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adequate funds, tax incentives, etc 
facilitates growth. The enterprise may 
come in difficulty when such factors 
are not favorable. 
2) Ability to face competition: 
Competition is a factor, which limits 
the growth of business. A business 
that has the ability to face competition 
can achieve smooth growth. Quality 
products, lower cost of production, 
consumer loyalty, etc are useful for 
facing market competition effectively. 
3) Progressive management: 
Management of a company should 
always be flexible. Progressive 
management always plans to expand 
the size of the business and growth 
plans. Such managements are always 
prepared to finance the business 
growth. 
4) Attitude of management: The 
management should have genuine 
desire to face th challenges of growth. 
The attitude of management needs to 
be positive and favorable for the 
growth and expansion. 
5) Product/Service: Product plays an 
important role in the growth process. 
Quality of product, regular and 
continuous supply of product, 
reasonable price, satisfactory after 
sales service brand image, consumer 
loyalty, effective marketing are the 
favorable points relating to the 
product. These help to create market 
demand and facilitate large scale 
production. 
6) Flexibility: The Company should be 
flexible enough to adopt changes 
immediately. For example, 
technological application, use of good 
raw materials, modern methods of 
production etc. The company should 
implement these changes in the 
organization. 
Reasons for no expansion and growth 
in business - 
1) Lack of time: Due to lack of time the 
company’s management is not able to 
handle the business properly and 
because of this the company may 
suffer losses. It means the company is 
thinking for expansion without giving 
any attention to the current business 
activities. 
2) Lack of focus: The lack of focus in 
business can sink the organization. If 
the organization is thinking in too 
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many directions instead of focusing 
on the current business the company 
may suffer losses due to this. 
3) Lack of support: If the company’s 
directors are carrying out all the 
activities on their own without the 
help of experts then the company may 
not grow properly. There should be 
specialization in business. 
4) Lack of creative "space": If the 
management is not able to bring 
creativity in business then the 
company will not be able to face the 
competition. The company should 
plan, strategize and think creatively. 
5) Wasting resources on time and 
energy-busters: The company may 
show stagnant or no growth if it has 
entered into the business which is not 
of its interest. There will also be 
waste of time and other resources. 
6) Focusing on "cheap" instead of 
cost-effective: If the company is 
giving more importance to cost rather 
than quality then it may suffer losses 
because customers want good quality 
at reasonable price. The company 
should  put value, quality and ROI 
above cost. 
7) Frittering away billable hours: The 
company should not waste time in 
looking only after the management 
but it should also invest time in 
overall business activities. By doing 
this the company is wasting time--
thus money. 
8) Inefficient administrative 
foundations: If the company fails to 
systemize, automate and streamline 
the business processes then it may go 
into losses. It should be able to 
implement latest changes in the 
business. 
Conclusion - 
During the current phase of international 
market integration one important form of 
corporate restructuring is through cross-
border merger or acquisition. Even though 
such restructuring typically affects the 
markets of more than one economy, almost 
all reviews of mergers and acquisitions 
consider only intra-jurisdictional effects, but 
internal or product oriented growth 
strategies can be adopted with proper 
consulting and guiding of existing 
manpower of the firm. A prominent 
international initiative, that has the support 
of many of the world's competition 
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authorities, seeks to foster both convergence 
in national merger review regimes and the 
voluntary adoption of international best 
practices regarding business expansions. 
